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RESPONSE TO BOARD ORDER TO PROVIDE A FINAL LIST OF MAJOR PROJECTS
THAT ARE MOST LIKELY TO QUALIFY FOR FEDERAL ECONOMIC RECOVERY
FUNDING AND A LEGISLATIVE STRATEGY TO MAXIMIZE COUNTY FUNDING
(ITEM NO. 41, AGENDA OF JANUARY 13, 2009)

On December 16, 2008, your Board approved a motion by Supervisor Molina directing the
Chief Executive Office (CEO), along with the assistance of County Departments,
Legislative Advocates and Board offices, to report back to the Board with a final list of
major projects and initiatives that are most likely to qualify for funding by the Federal
economic recovery legislation and a legislative strategy to maximize funding for
Los Angeles County projects. '

Economic Recovery Legislation

The economic recovery package and the scope of potential items to be included in
legislation have yet to be fully developed. Recent newspaper accounts and statements by
key Members of Congress and the incoming Obama Administration suggest that the
recovery package is expected to be composed of three broad categories: 1) fiscal relief for
states and assistance to persons hurt by the economic downturn, including through
increased provision of Medicaid and other health and welfare entitlement spending;
2) infrastructure project and job creation funding; and 3) tax relief for individuals and
businesses. '

Congressional leaders and President-Elect Obama indicate that the economic recovery
package will not earmark funds for specific projects. Also, in order to disperse the funds
immediately, Congress is likely to allocate infrastructure project funds under existing
formulas and processes.
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Existing County Advocacy Efforts on Fiscal Relief

County advocacy efforts on the economic stimulus package are not limited to infrastructure
project and health information technology improvements since the economic recovery bill
aiso is seen as a potential vehicle to provide additional fiscal relief. Consistent with our
December 10, 2008 Washington, D.C. Update on the Pursuit of County Positions on Fiscal
Relief Legislation, we will continue to pursue other kinds of fiscal relief including:

o Federal match rate increases for health and welfare entitlement programs,
including programs such as Medicaid and Title IV-E foster care and adoptions
assistance;

¢ Increased Medicaid Disproportionate Share Hospital (DSH) funding;

¢ Elimination of the implementation of all regulatory changes, which would reduce
Medicaid payments to state and local governments;

o Workforce Investment Act programs; and
o State Criminal Alien Assistance Program (SCAAP).

The County would disproportionately benefit from increased Federal funding under each of
the above proposals. In fact, the County would be among the largest beneficiaries from
increased Title IV-E and Medicaid DSH funding in the entire nation. Moreover, increased
Medicaid, Title IV-E, and SCAAP funding would result in net County cost savings.

In addition, we are pursuing the following, based on recent reports on the contents of the
developing economic recovery package. Funding for these purposes is consistent with
existing County policy.

e Funding for fiscal relief for financially distressed state and local governments.
These funds would be targeted to mitigate the increasing demand for services by
residents impacted by the economic downturn. Countercyclical funds should not
be used exclusively by states to solve their fiscal problems.

e Funding for infrastructure projects addressing long-term needs. These projects
could include clean water and climate change, energy efficiency, and natural
resource conservation and reuse, and housing for homeless, low and moderate
income populations. '
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Infrastructure Projects

The Congressional focus and that of the incoming Obama Administration is on “shovel
ready” projects on which work can begin quickly after enactment to provide an immediate
stimulus to the economy and reduce unemployment. To expedite the expenditure of
funds, it is likely that legislation would include deadlines for the obligation of funds and
waive any existing Federal match requirement that, otherwise, would apply. The legislation
also may include deadlines for the expenditure of funds by grantees.

The types of infrastructure project funding under discussion include: transportation
projects, such as highways, mass transit, and airports; water projects; “green”
building/energy efficiency projects; health information technology projects; public housing;
and community development projects.

Initial Project Lists

Associations, such as the California State Association of Counties (CSAC) and the
National Association of Counties (NACo), surveyed their members for “ready-to-go”
projects. Other organizations such as the National Governors’ Association and the
National League of Cities also compiled project lists as a way of convincing Congress and
the new Administration of the importance of a sizable infrastructure funding pool. The main
value of these surveys was to compile the aggregate dollar value of county funding needs
and to provide specific examples of the types of projects. CSAC and NACo used this
information to justify the level of needed infrastructure funding.

The County’s initial efforts were twofold: 1) We provided project lists to assist NACo and
CSAC at their request to assist their advocacy efforts; and 2) document the existence of
County “shovel ready” projects.

The County responded to an urgent pre-Thanksgiving request from CSAC to compile a
preliminary list of projects, which were identified as “ready-to-go” by departments and the
appropriate clusters. The lists were developed, where possible, to comply with the
categories identified by CSAC, which included transportation, flood control/water, justice
projects, public health facilities, information technology, green energy, and miscellaneous
county facilities. Only the number of projects and a summary dollar estimate of their cost
by category were submitted to NACo, which requested information in slightly different
categories than CSAC. However, the key to these initial advocacy efforts, without knowing
the sizé of the stimulus package or its components, was to communicate the size and
scope of the need and potential readiness to implement.
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Subsequently, in coordination with Board Offices and departments, the CEO has compiled
a list of projects, which would be ready to go in 90 days, 120 days, and 180 days in the
following categories: Americans with Disabilities Act, energy efficiency/renewables, major
County infrastructure projects, health/information technology, transportation/ infrastructure,
and housing. Recognizing that these categories may not necessarily correspond to those
devised by Congress and the incoming Administration, the County should submit the
attached updated list of projects to CSAC, and a summary of the number and types of
projects and their cost to NACo to update their information; and continue to refine the
project lists as the potential amount of available funding, allowable project activities, and
project funding criteria becomes more clear. If there are additional projects identified at a
later date, they will be forwarded to CSAC and NACo.

Advocacy on Methods of Disbursement of Infrastructure Project Funding

We will continue to work with our affiliated Associations to identify and advocate for
economic recovery/fiscal relief funding proposals which would maximize funding for the
County. Our advocacy efforts will include Sacramento as well as Washington, D.C.
because some infrastructure project funding is likely to be allocated through states. We
understand that Congress intends to allocate infrastructure project funding through
available existing grant programs, where possible, using their existing methods for
allocating funds.

Based on our understanding of Congressional intent to use existing formulas, we have
identified a number of formula categories, each requiring a different advocacy focus.

I. Existing Federal allocation formulae which would directly benefit the County

Community Development Block Grant (CDBG). The Washington, D.C advocates and
the County’s Community Development Commission will support funding through the
CDBG Program, which benefits the County because CDBG funds are allocated by formula
directly to entitlement cities and counties, including the County. In addition, CDBG
provides grant recipients with considerable flexibility over the use of funds, including the
ability to fund infrastructure projects of other County departments, such as the Department
of Parks and Recreation.

Public Housing Capital Fund. The Washington, D.C advocates and the County’s
Housing Authority will support funding for the Public Housing Capital Fund, using
its current allocation formula, which directly allocates funds to public housing authorities,
including the County’s.
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Renewable Energy/Energy Efficiency. For projects involving renewable energy and
efficiency projects, the Washington, D.C. advocates will work with its affiliated
associations, affected County departments, and its Congressional delegation to
support allocating funding for such projects using the allocation formula for the
Energy Efficiency and Conservation Block Grant (EECBG) authorized under the
Energy Independence and Security Act of 2007 (Public Law 110-140). This allocation
formula would benefit the County because it allocates 68 percent of total funding directly to
large urban counties and cities, similar, in concept, to CDBG. The smaller remaining
balance of funds are allocated to state and tribal governments. Because funds have not
yet been appropriated for the EECBG, the program has not yet been implemented.

Il. State allocation formula requiring changes

Transportation. Federal highway funding is allocated directly to the states. There are two
potential funding formulae that the State could use to distribute the funding; only one of
which benefits the County.

e The current formula for State distribution of Federal transportation funds is the State
Transportation Plan (STP) allocation process, which splits the funds 37.5 percent to
the State and 62.5 percent to the Metropolitan Planning Organizations
(MPO)/Regions. The MPO/Regions then determine the amount to be allocated to
cities and counties and the funding retained by the MPO/Region.

 Proposition IB, the Highway Safety, Traffic Reduction, Air Quality, and Port Security
Act of 2006, formula allocates one-third each to the State, MPO/Regions, and
cities/counties. The one-third to cities and counties is divided equally at the State
level.

Assuming a $3 billion Federal allocation to the State, the Department of Public Works
(DPW) estimates that the Region and the County would receive the following amounts
based upon these two formulae, respectively:

e STP: The Los Angeles Metropolitan Transportation Authority (MTA) share based on
the existing STP formula is 17 percent of 62.5 percent, or approximately
$320 million. Of this amount, the County would receive less than $5 million based
on past allocation practices.

e Proposition 1B: The State, MPO/Regions and cities and counties would each be
allocated $1 billion. Under this formula, an estimated total of $420 million would be
allocated to Los Angeles County, of which the MTA would receive $170 million, the
County $100 million, and cities $150 million.
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Given that the Proposition 1B, formula benefits not only the County and the 88 cities, but
also the Los Angeles region as a whole, the Sacramento advocates will work with
CSAC, affected County departments, and affiliated groups to advocate for the
adoption of the 1B allocation formula.

Hl. Projects without an existing funding formula and recommendations for
appropriate allocation criteria

Health Information Technology. There is not any existing Federal health information
technology grant program. Therefore, Congress would have to enact authorizing language
governing the allocation and use of funds. The advocacy efforts of health interest groups
have focused on including funding for health information technology (HIT) in the economic
stimulus package rather than on the design of the new program. In addition, there are
major policy issues, such as those relating to the privacy of medical records, which need to
be resolved before a new program is implemented. Therefore, if funds are appropriated for
HIT, there is unlikely to be requirements that such funds be obligated and spent as quickly
as other infrastructure funding in the stimulus bill.

The Washington, D.C. advocates will work with affected County departments, and
other potential allies, such as NACo and CSAC, to support a favorable allocation of
funds to local governments, such as the County, that are major health/mental health
providers. It would benefit the County if a portion of available funding were directly
allocated by formula to states and large urban counties with major health/mental health
agencies, based on the number of Medicaid and uninsured recipients.

IV. Other Infrastructure Programs

Army Corps of Engineers (“Corps”) Civil Works. The decision that Congress will not
earmark any infrastructure project funding means that the Corps will be authorized to
decide which projects will be funded. The Corps is likely to use any supplemental funding
for either continuing projects or meeting some of its current unfunded priorities for which
funds can be spent quickly. Marina del Rey entrance channel dredging could receive
funding because it would meet such criteria. The Washington, D.C advocates and the
affected County departments will continue to work with the Corps at both the local
and Federal levels to pursue project funding.

State and Tribal Assistance Grants. Increased funding for State and Tribal Assistance
Grant (STAG) funds, which can be used to fund clean water and other environmental
improvements, is likely to be allocated to states using the existing STAG allocation formula.
Given the expected short time frame for using new funding, states are likely to use the
funds for either continuing projects or some of their current unfunded priorities. The DPW
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indicates that it has not been able to access any of these funds over the years; however,
the DPW would pursue funding through the State if the opportunity arises.

Bureau of Reclamation Water Reclamation and Reuse Grants. These funds are likely to
be awarded on a discretionary grant basis by the Bureau of Reclamation. While the
Bureau is likely to give priority to currently authorized projects for which funds can be used
quickly, the DPW would pursue funding if the opportunity arises. The amount of funds
provided to the Bureau is expected to be small relative to its total unmet need.

Airport Improvements. It is expected that Congress will authorize the Secretary of
Transportation to distribute funds for airportimprovements on a discretionary grant basis to
airports that can demonstrate an ability to use funds quickly. The Washington, D.C
advocates and DPW will monitor the release of the grant announcement and will
pursue funding.

General Advocacy Activities —

At the Federal level, the County’s Washington, D.C. advocates and County staff will
continue to work with:

e The State and County Congressional Delegation, other key members of Congress the
Administration, and other interest groups in seeking to maximize funding for the County,
such as by supporting increased funding for programs which disproportionately benefit
the County; and

e The NACo, CSAC, and other associations to which the County belongs, which share
our support for direct funding or mandatory pass-through funding to counties.

At the State level, the County’'s Sacramento advocates and County staff will continue to
work with:

e The County’s legislative delegation, the Administration, and other interest groups to
ensure that the County would receive a fair share of economic recovery funds that flow
through State government.

WTF.GK.LS
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Attachment

C: Executive Officer, Board of Supervisors
County Counsel
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